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HIGHLIGHTS OF BUSINESS IN JANUARY” & 


Business activity continued to expand in January. 
The index of industrial production exceeded the previous 
high of 166 (1947-49 = 100) set last May and June, rising 
4 points to 169. Steel output continued at about 95 per- 
cent of capacity, and auto production jumped from 495,000 
to 689,000 units as the pinch of steel shortages ended. 

The seasonally adjusted index of department store 
sales dropped 2 points to 147 (1947-49 = 100), but this 
was 9 points above January a year ago. Wholesale prices 
of commodities showed little change as compared with 
January and December, 1959, but stock prices declined 
throughout the month, the Dow-Jones index of industrials 
falling from a high close to 685 near the first of the 
month to*a low near 620 in the last week. Money market 
rates also tended to decline during the latter part of 
January after reaching a new high earlier. 


Auto Sales Disappointing 


Although domestic sales of new American-made pas- 
senger cars in January were up 26 percent from December 
and 11 percent from January, 1959, they were below 
industry expectations. Earlier forecasts anticipated domes- 
tic sales of 614 million American-made cars in 1960, a 
level requiring average monthly retail deliveries con- 
siderably above the estimated 455,000 reported for Jan- 
vary. Short supplies of cars as a result of the earlier 
steel strike had curtailed sales in November and Deccm- 
ber, and it was expected that January sales would get a 
strong boost from the carryover of demand from these 
months. Stocks in dealers’ hands were plentiful in Jan- 
wary, reaching the 800,000 level, or about a 44-day supply, 
by the end of the month. Some industry officials were 
revising downward by 5 to 15 percent the first-quarter 
production estimate of 2,250,000 cars. 


Construction Improves 


The actual value of new construction put in place de- 
clined $326 million in January to $3.7 billion, but on a 
seasonally adjusted basis activity increased 6 percent. 
Private spending dropped from $3.1 billion to $2.7 billion, 
but this decline was less than the normal seasonal con- 
traction. All of the components of private construction, 
except farm, showed increases after seasonal adjustment. 
In its rebound: from the steel strike, industrial building 
registered a 5 percent gain even before adjustment. Non- 
farm residential building, the largest component, advanced 
5 percent after allowance for seasonal influences. 

Public expenditures amounted to $1.0 billion, reflecting 





a l percent decline fr 
gain of 11 percent in the a ~ Highway con- 
struction accounted for most of the latter increase. Com- 
pared with January a year ago, all types of public 
construction showed declines after allowing for differ- 
ences in the number of working days, but each of the 
private construction components registered an increase. 


Gain in Inventories and Sales 


After seasonal adjustment, business inventories in- 
creased $800 million in book value during December, the 
largest monthly advance since last June. It brought the 
adjusted total to $89.2 billion. Most of the expansion 
occurred in the durable goods manufacturing industries, 
which added $700 million, raising all manufacturers’ 
stocks to $52.3 billion. The adjusted value of wholesale 
and retail inventories changed very little, although the 
actual value of stocks in both of these sectors showed the 
usual sharp reduction brought about by Christmas sales. 

Business sales rose by $2.0 billion in December to 
$61.1 billion, after allowance for seasonal factors. Of 
this increase the durable goods manufacturing industries 
accounted for $1.5 billion, about half of which went into 
inventory rebuilding. Adjusted sales of all manufactur- 
ing firms rose 6 percent to $30.8 billion. Sales of whole- 
salers amounted to $12.8 billion, a gain of 4 percent; but 
retail sales dropped 2 percent to an adjusted $17.5 billion, 
largely as a result of the shortage of new car deliveries. 


Consumer Debt Continues to Rise 


Consumers added greatly to their short- and 
intermediate-term debt in December, 1959, but when ad- 
justment is made for influence of the Christmas season 
the increase amounted to $338 million, the smallest 
monthly rise since November, 1958, The addition to 
consumer debt brought the total outstanding to $52.0 
billion, of which $39.5 billion was instalment debt. 

An increase in personal loans outstanding accounted 
for about half of the $270 million gain in instalment bor- 
rowing. Automobile paper contributed only $16 million 
to the expansion as sales were curtailed by continuing 
shortages, and the large adjustment for seasonal influences 
pulled the increase in other consumer goods paper down 
to $80 million. Single-payment loans accounted for 85 
percent of the $68 million advance in adjusted non- 
instalment debt. Big allowances for the impact of Christ- 
mas shopping brought the adjusted increases in charge 
accounts and service credit down near zero. 
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Persistent Tight Money Policy 


The economic philosophy of the Administration has 
been put on record in the usual opening-of-Congress 
messages, speeches, and testimony. Among its main fea- 
tures are: transcendent confidence in the future; deter- 
mination to put the fight against inflation ahead of other 
policy goals; and reliance on monetary policy as a means 
of avoiding more troublesome forms of control. 

The question is whether, at this juncture, the economy 
can afford the restrictive policies that derive from this 
philosophy. The following comments on monetary policy 
challenge the complacent view that if only we avoid rock- 
ing the boat everything will come out right. 


Inflation Bogey Looms Large 

The most important argument in favor of tight money 
is “the grim reality of inflation.” This is the modern 
bogey man, and like its phantom predecessors, it was 
created for a purpose. It is supposed to scare the public 
into accepting higher unemployment, higher taxes, higher 
charges on their debt, and a slower advance in living 
standards. 

It might seem that we should be hurt before we trem- 
ble. But this has not been the case. Even over the entire 
period of the most extreme “inflation” ever experienced 
in this country, output increased so rapidly that real 
living standards have moved up. Per capita disposable in- 
come in constant prices has risen steadily, gaining 60 
percent from prewar 1939 to 1959. This increase, taken in 
conjunction with the fact that there has been a general 
movement toward income equality, makes it clear that 
the great majority have benefited from developments that 
also brought higher prices. 

Not everybody has gained, of course. The position 
of those whose incomes could not keep pace with the 
rise in prices has deteriorated. This fact has been used in 
selling the bogey of inflation. The sales campaign was 
mainly carried out, not by the limited, non-vocal group 
that suffered, but by the banks and other financial insti- 
tutions which stand to profit from higher interest rates. 
The tremendous outcry from these institutions and their 
representatives about “the danger the country faces” was 
almost bound to sound convincing from sheer repetition 
alone. So strongly has the idea been sold that some of its 
advocates now hold that “the public has been convinced.” 
Whether people have become any more or less “bedazzled 
by the money illusion” is doubtful. But there is no doubt 


that success has been gained where it counts most —jp 
Washington. . 

Except for the periods of World, War II and Korea 
price increases have been moderate, and recently the 
advance has petered out. In December, the sensitive com. 
modity price index fell to a ten-year low. The genera 
wholesale index has not increased significantly in two 
years; and the advance in consumer prices has slowed 
since last spring, but not stopped, mainly because of cop. 
tinued increases in service items such as rent and medical 
care. 

In recent months a new rationale for high interes 
rates has derived from the adverse international balance 
of payments. Rising prices are now often blamed for this 
unfavorable development, but “inflation” is not actually 
the source of the difficulty, since prices have risen even 
more in other countries. The significance of competition 
from abroad is just the opposite of inflationary. Yet the 
same medicine is prescribed. The new idea is that high 
interest rates will help keep foreign funds in this country 
for the time being. But that kind of international “hot 
money” cannot really remedy the balance of payments 
problem, and it might create difficulties later. 


Causes of Continuing Advance 


Two points should be made to prevent misunderstand- 
ing. First, the deficiencies in these arguments are not 
pointed out in any spirit of recrimination against banks 
or other private institutions. All of us tend to view things 
from our own partial points of view. It is only to be 
expected that lenders will seek to advance their interests, 
just as everybody else does. Second, any implication that 
the expectation of higher prices is confined to the special 
groups which might profit from high interest rates or 
deflation would be misleading. Many disinterested econ- 
omists expect moderate upward pressure on prices to be 
experienced as long as serious depression can be avoided. 

At the root of this expectation is a profound mistrust 
of our economic leadership. Business management, labor 
leaders, and government are all expected to behave in 
ways that will increase prices or keep them from falling. 
In the private sector there are structural limitations and 
monopolistic practices, which make for “excess market 
power.” In the public sector there are potential excesses 
in counter-cyclical action to halt recessions and subsidy 
or other programs to protect producers (such as farm 
price supports). All these actions tend to be alike in per- 
mitting price increases and preventing declines. 

Most of the items responsible for the continued rise 
in the consumer price index since last spring reflect such 
influences. Several causes have worked together to pro- 
duce the rise in costs of medical care; high drug prices, 
hospital fees, and health insurance schemes have helped 
to inflate consumer outlays. Government regulation and 
the gasoline tax increase have contributed to rising trans- 
portation and utility costs, and higher interest rates to 
increasing outlays for personal business expense. Ex- 
cesses in packaging and distributive costs have widened 
the gap between retail and farm prices of food. None 
of these are causes whose action can be controlled by 
restricting over-all activity. 


Interest Rate Policy 
Despite its inadequacy in these circumstances, the 
tight money policy has been persistently enforced. It 1s 
hardly so effective a control that it can be held respon- 
sible for keeping unemployment high. Nevertheless, there 
is a danger that the policy might work. 
(Continued on page 8) 
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CHICKEN AND EGG PRODUCTION 


Although chicken and egg farming remains a sideline 
in many parts of the country, the industry as a whole 
has been rapidly changing in character during the past 
four decades. Today, chicken and egg production is a 
vigorous industry. In 1958, it brought a gross income of 
more than $3.1 billion and accounted for more than 90 
percent of gross income from all poultry products. Eggs 
were the most important chicken product, accounting for 
62 percent of income, and commercial broilers followed 
with 32 percent. 

There has been a trend toward larger flocks and in 
many states chicken farming has become a highly special- 
ized operation, particularly in the eastern and western 
sections of the country. The number of farms with flocks 
of over 400 increased from 60,000 to 146,000 between 1940 
and 1954, whereas the proportion of farms reporting lay- 
ing flocks declined from 85 percent to 71 percent. In Illi- 
nois the number of farms with flocks of more than 400 
chickens rose from 1,100 to 5,600 during the same period. 


Illinois — An Egg State 


Chicken and egg production is still a minor enterprise 
on most Illinois farms, yet the total sales for these 
products reached a value of more than $87 million in 1958. 
Egg production, in which Illinois ranks fifth, is easily 
the state’s most important poultry product in dollar 
volume. In 1958, eggs alone accounted for more than 
three-fourths of the total income from all types of poultry 
products. 

Despite the large egg volume, the supply is insufficient 
to serve the state’s population. For this reason, Illinois 
—especially Chicago — serves as a large outlet for eggs 
from the neighboring states of Wisconsin, Minnesota, and 
lowa. 

Because of the emphasis on egg production, more than 
98 percent of the 17.4 million chickens kept on Illinois 
farms are hens and pullets (first-year layers). The num- 
ber of producing hens in 1958 averaged more than 15 
million, a figure exceeded only in the states of Minnesota, 
lowa, California, and Pennsylvania. The total value for 
all hens and pullets (excluding commercial broilers) in 
Illinois was estimated at about $20 million. 

During the past 25 years, Illinois has been steadily 
losing its position in the production of meat chickens, 
particularly broilers, which account for 80 percent of the 
total value of all meat chickens. Broilers are chickens 
less than fourteen weeks old and weighing 114 to 314 
pounds, raised only for meat purposes. In 1934, Illinois 
ranked second in this area of the poultry industry, but 
by 1958 it had plunged to 27th place, despite a rise in 
production from 2 million to 814 million broilers over that 
period. 

Broiler production in the State did not increase so 
rapidly as in most states because Illinois farmers turned 
to more profitable operations when prices gradually de- 
clined as the mushrooming broiler industry became more 
competitive. Broiler production increased nationally 
nearly 49-fold between 1934 and 1958. The most rapid 
growth has taken place in southern and eastern states. 


KNOW YOUR STATE 


[3] 


Hatcheries — Principal Chick Suppliers 


Commercial hatcheries, which are widely dispersed 
throughout the State, provide the major supply of baby 
chicks to Illinois poultry producers. It is estimated that 
more than 98 percent of the chicks purchased in Illinois 
during 1958 came from commercial incubators, compared 
with only 73 percent in 1934. 

Commercial hatcheries in Illinois, as in most states, 
have been shrinking in numbers since the 1930's, with the 
surviving ones becoming larger and reaching a wider 
market area. The number of hatcheries here dropped 
from 600 in 1934 to 224 in 1957. 

The principal hatching season in the State is from 
January through July, with two-thirds of the total chick 
crop being produced during the months of March, April, 
and May. Seasonal hatching is much more pronounced in 
Illinois than the national average because of a heavier 
demand for layer chicks which mature safely during the 
warm summer months. However, broiler chicks, which 
accounted for two-fifths of the 49 million hatchery chicks 
produced in the State during 1958, help to stabilize 
monthly hatchery production; the weather factor is not 
as important in their growth pattern because all are 
marketed at an early age. 


Marketing in the State 


The system of marketing chickens and eggs in Illinois 
and other Midwestern states has undergone a major 
change in the postwar period. Prior to World War II, 
poultry products other than for local consumption were 
usually assembled in downstate Illinois and then shipped 
to Chicago and St. Louis for buyers from many states. 
Sut because of an increased demand for freshness and 
higher quality, coupled with climbing processing costs, 
most of the larger food chains today bypass the large 
terminal markets in Chicago and St. Louis, which strongly 
influenced price levels because of the heavy volume 
channeled through these centralized points. Terminal 
quotations from both cities are still widely used as a 
price basis by small chains, independents, and country 
dealers, but these changes have weakened the over-all 
importance of the terminals as a wholesale price-making 
mechanism. 

The impact of this shift is readily seen from the 
following percentage declines in Chicago receipts between 
1945 and 1957: shell eggs, 16 percent; frozen eggs, 36 
percent; live poultry (mostly chickens), 39 percent. Total 
processed poultry increased more than 50 percent to 
183 million pounds because most poultry is now shipped 
to Chicago after processing. 

Such factors as population growth, rising per capita 
demand for poultry products, and availability of con- 
venient “ready-to-cook” chicken meat will probably keep 
consumption of chicken products at a high level. The 
industry in Illinois should be similarly stimulated. How- 
ever, its growth will be strongly conditioned by the rela- 
tive economic advantages of alternative farm enterprises. 

















STATISTICAL SUMMARY OF BUSINESS ACTIVITY 


SELECTED INDICATORS 
Percentage changes November, 1959, to December, 1959 
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ILLINOIS BUSINESS IRDEAES 
Dec. Siaeinne 
—_ 1959 change from 
(1947-49 Nov. Dec. 
= 100) 1959 1958 
Electric power!..............- 252.3 + 3.3 | + 2.6 
Caml MUOUNCHION «oc u sks cineiecs 93.3 + 5.3) — 6.9 
Employment — manufacturing’..| 103.08 | + 1.6] + 5.0 
Weekly earnings—manufacturing*} 166.9%») — 0.3 | + 2.9 
Dept. store sales in Chicago*....} 125.0° + 1.6 0.0 
Consumer prices in Chicago’... . 129.0 — 0.1] + 1.6 
Construction contracts awarded® 178.7 —34.7 | —11.9 
Bank debits’........... 234.0 +17.9 | + 6.7 
4 arm prices*........ , 74.0 — 2.6} —10.8 
Life insurance sales (ordin: ury)®.. 347.2 +20.1 |} + 1.0 
Petroleum production"? rape |} 124.1 + 0.7 | —10.5 
1 Fed. enae Comm. ; 2 III, Dept. of Mines; *Ill. Dept. of ae 
4 Fed. Res. Bank, 7th Dist. ; 5U. S. Bur. of Labor Statistics; ®F. W. 


Dodge Corp.; * Fed. Res. Bd; 
Assn.; Ill. Geol. Survey. 

* Revised series, » Data are for November, 1959; comparisons relate 
1959, and November, 1958. © Seasonz ally’ adjusted. 


§ Til. Crop Rpts.; ® Life Ins. Agcy. Manag. 
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Factory worker earnings‘ 
Average hours worked....... 
Average hourly earnings... . . 
Average weekly earnings... . 
Construction contracts awarded 
Department store sales?....... 


Consumer price index*........ ./ 


Wholesale prices‘ 
All commodities............ 
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NES ae 
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* Seasonally adjusted. 
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BUSINESS STATISTICS 





© Data are for November, 








Percentage 

Dec. change from 
1959 Nov. Dee. 
1959 1958 
Annual rate a 

in billion $ 
390.7 + 1.0] + 6.5 
369 . 6" + 6.2] + 9.6 
52.3% >] + 1.4] + 63 
20.6 — 98} +23 
16.1 — 3.9} 410.1 
12.1 — 9.7 | —16.4 
17.7¢ +0.2/} —7.4 
15.4¢ + 6.5 | +17.8 
2.3° —28.0 | —61.5 
52.0» + 3.3} +15.5 
39.5» + 2.0] +16.6 
31.4» + 1.9 na 
43.8° + 1.6] + 3.5 
Indexes ¥ 
(1947-49 
= 100) 

109. 4 + 5.8 + 9.0 
107%. 4 +11.5 | +12.6 
1124 | + 0.9 | + 6.7 
9g. 4 + 3.2 0.0 
100 i+ 1.71 +32 
102 +1.5| +07 
170 + 1.3 + 3.2 
173 +2.9!} + 4.0 
224 | — 6.3] — 2.5 
149" | + 2.8} + 4.2 
im | -O0181 +135 
19 «©| 600} —0.3 
86 + 0.5 — §.2 
105 — 0.2; -— 3.8 
129 + 0.1 + 1.1 
84 — 1.2 — 6.7 
119 0.0} + 0.8 
ad 0.0] — 7.2 





n.a. 


t. ox Cupeeaien 2 Federal Reserve Board; 2 U. S. Dept. 

. Bureau of Labor Statistics; 5 F. Ww. Dodge Corp. 
> End of month. 
1959; comparisons relate to October, 1959, and November, 1958. 
© Based on official indexes, 1910-14 — 100. 


4 1957 


Not available. 








1960 1959 
Item = 
Jan. 30 Jan. 23 Jan. 16 Jan. 9 Jan. 2 Jan. 31 
Production: 
Bituminous coal (daily avg.). ..thous. of short tons..| 1,478 1,442 1,471 1,500 1,465 1,431 
Electric power by utilities........... mil. of kw-hr........| 14,313 14,523 14,236 14,308 13,565 13,151 
Motor vehicles (Wards)............. number in thous..... 206 207 204 191 130 145 
Petroleum (daily avg.).............. Sh eee 7,136 7,190 7,146 7,112 7,068 7,107 
RS a ee oe 1947-49=100....... 158 158 158 158 158 126 
Freight carloadings................... thous. of cars....... 602 587 606 592 483 583 
Department store sales................ 1947-49=100....... 112 113 120 132 112 106 
Commodity prices, wholesale: 
ee CNN i waa cheeses seers 1947-49=100....... 119.5 119.3 119.2 118.9 118.8 119. 5* 
Other than farm products and foods. .1947-49=100....... 128.6 128.7 128.7 128.6 128.5 127.5 
err errr e 1947-49=100..... 85.2 85.1 84.1 83.8 83.2 84.7 
Finance: 
EEO OTe | Spree | 29,862 29 ,976 30,131 30,171 30,465 n.a. 
Failures, industrial and commercial...number........ a 281 302 292 242 226 322 


Source: Survey of Coseaes ‘Sie Weekly ‘Sesntein, 


* Monthly index for January, 1959. 
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Steel Production 

The American Iron and Steel Institute reported a 
record-breaking output of 11.9 million tons of steel in 
December, as operations were pushed up to 95.6 percent 
of capacity in an attempt to fill heavy current orders and 
to build up inventories. The previous monthly production 
high of 11.6 million tons was set in May, 1959. 

Despite the 116-day strike period, during which 85 
yercent of the industry’s steel-making capacity was shut 
down, steel companies managed to raise 1959 production 
to 93.4 million tons, about 9 percent above that of 1958, 
when only 85.3 million tons were turned out. In the first 
half of 1959 the industry was performing at a record rate 
as stocks were built up in anticipation of the strike. How- 
ever, from August through October, only about 4.6 million 
tons were produced. As a result, the industry’s operating 
rate for the year averaged only 63.3 percent of capacity, 
compared with 60.6 percent in 1958. 

During the year capacity was increased to a new high 
of 148.6 million tons per year. This was an increase of 
only slightly more than 900,000 tons, compared with ex- 
pansions of 6.9 million tons in 1958 and 7.2 million in 1957. 


Farm-Retail Spreads 

Charges for assembling, processing, and distributing 
farm-produced foods averaged about 1 percent higher in 
1959 than in the previous year. The marketing margin, 
or farm-retail spread, for the farm products in the total 
family “market basket” increased from an average annual 
rate of $634 in 1958 to $641 last year. This advance was 
considerably smaller than the average annual increase of 
3 percent from 1947 to 1959. Most of the increase in 1959 
resulted from rises of 6 percent in the farm-retail spread 
for meats and 3 percent for bakery and cereal products. 

While marketing margins increased slightly, the prices 
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which farmers received for the products in the market 
basket dropped 7 percent last year. The farm value of 
foods fell from an average annual rate of $430 in 1958 to 
$399 in 1959. As a result the farmer’s share of each dol- 
lar spent for farm foods fell to 38 cents, the lowest point 
in 20 years. A further result of the decline in the farm 
value of foods was that the retail cost of foods in the 
market basket decreased 2 percent from an average an- 
nual rate of $1,064 in 1958 to $1,040 last year. 


Retail Sales 

Total retail sales in 1959 rose to an estimated $215 
billion, an increase of 7.5 percent over 1958. Since price 
increases at the retail level amounted to only about 1 per- 
cent during the year, most of the expansion in retail sales 
represented an increase in physical volume. Sales of 
nondurable goods rose 5 percent to $144 billion; dur- 
able goods’ sales, however, experienced an exceptionally 
sharp advance of almost 13 percent in 1959. 

Every major category of trade registered a gain dur- 
ing the year. The largest advance, about 17 percent 
over 1958, was recorded by automotive dealers. Retail 
food sales, on the other hand, rose less than 3 percent. 
One of the most significant changes was in sales of 
furniture and appliance stores, which rose 7 percent in 
1959 following two years of decline. 


Housing Vacancies 


The average available vacancy rate on houses for rent 
or sale increased slightly to 3 percent of all dwelling 
units in the United States last year, according to the latest 
Census Bureau sample. Vacancies for sale averaged 0.6 
percent of all available units in 1959, the same as in 1958. 
Vacant units for rent increased from 2.2 percent of all 
dwelling units in 1958 to 2.4 percent last year. 

The average rental vacancy rate, which is based solely 
upon available rental units, rose to 6.4 percent in 1959 
from 5.9 percent in the previous year. This rate more 
accurately describes rental market conditions than the 
rate based upon all dwelling units. 

Regionally, the South and West continued to have the 
highest proportion of over-all vacancies with rates of 
3.5 percent and 3.4 percent respectively. Vacancies for 
rent or sale inside standard metropolitan areas increased 
during the year to 2.7 percent in the fourth quarter, com- 
pared with 2.4 percent in the corresponding period in 1958. 
Outside standard metropolitan areas the vacancy rate 
dropped from 3.5 percent at the end of 1958 to 3.2 per- 
cent in the final three months of last year. 


Unemployment 

The number of jobless rose 572,000 persons in Jan- 
uary, pushing total unemployment above the 4 million 
mark. Most of the increase resulted from seasonal re- 
ductions in retail payrolls and curtailment of outdoor 
activities. Employment during the month fell by 1.7 mil- 
lion, as over 1.1 million persons left the labor force. 

Labor Department data, in thousands of workers, are 
as follows: 


Jan. Dec. Jan. 

1960 1959 1959 
Civilian labor force.............. 68,168 69,276 67,430 
BUR Sos iets ccc duweseas 64,020 65,699 62,706 
pS 4,611 4,811 4,693 
Nonagricultural............... 59,409 60,888 58,013 
ere 4,149 3,577 4,724 
Seasonally adjusted rate....... $2 Sia 6.0 





GROWTH, PRICE STABILITY, AND THE 1961 BUDGET 


WALTER W. McMAHON, Assistant Professor of Economics 


The three economic objectives stressed by President 
Eisenhower when he presented his new budget to the 
Congress were (1) to “allocate our resources prudently,” 
(2) to “extend economic growth into the future,” and 
(3) to accomplish this “without inflation.” The analysis 
that follows will seek to examine what the budget might 
accomplish in promoting these three objectives. 

As a means to the attainment of these objectives the 
President proposes a $4.2 billion surplus in the adminis- 
trative budget and, of greater economic significance, a 
$5.9 billion surplus in the cash budget. He obtains this 
surplus by projecting substantial increases in tax receipts 
dependent on the high prosperity expected for 1960. At 
the same time, expenditures are held slightiy below the 
$80.7 billion level set in fiscal 1959. 


Prospects for Higher Revenues 

Budget estimates of revenues from existing and pro- 
posed taxes total $84 billion and anticipate a $5.4 billion 
increase over fiscal 1960, which would establish a peace- 
time record. This revenue estimate depends primarily on 
the underlying forecast that GNP will increase to an all- 
time high of $510 billion. Only $1.1 billion additional reve- 
nue is proposed in the form of new tax rates—a one- 
cent increase in postal rates and a half-cent increase in 
the gasoline tax. Most observers do not expect Congress 
to enact these changes in this election year. 

The most important contribution to increased revenues 
is made by increases in individual income tax receipts, 
which account for $3.4 billion of the increase in total 
revenues. This estimate is based on a forecast of $402 
billion personal income for calendar 1960. This is hardly 
unreasonable, since personal income is already running 
at an annual rate of $390 billion. Most major indicators, 
excepting residential construction which faces tight 
mortgage markets, also clearly suggest continued pros- 
perity in the short run. 

It is interesting to note in Table 1 that tax revenues 
consistently tend to be overestimated in periods of reces- 
sion and underestimated in periods of prosperity. If we 
are truly headed into new highs of prosperity, this tend- 
ency to underestimate should appear again and may more 
than counterbalance revenue that was to be produced by 
the proposed new taxes. On the other hand, if recovery 
falters in 1960, the surplus could be wiped out without 
any significant recession. 

A 5 percent error in the $84 billion revenue estimate 
could either double or wipe out the budgeted surplus ; quick 
reference to Table 1 shows that the error has exceeded 


TABLE 1. ACCURACY IN ESTIMATING 
BUDGET REVENUES 





Truman budgets Eisenhower budgets 
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5 percent in eleven of the last thirteen years. But without 
major unforeseen switches in the economic outlook there 
is no firm basis for amending the revenue estimates. 


Expenditures and Resource Allocation 


“Prudent resource allocation” as a budget objective 
is not restricted in its meaning to the narrow, superficial 
concept of allocation of tax dollars among expenditure 
categories. The more important questions involve the 
impact of the budget on allocation of the basic productive 
services or “resources” available to the economy as a 
whole. The first important question involves the alloca- 
tion of resources between public and private use, or more 
pointedly, the size of the federal government as measured 
by the $79.8 billion in expenditure proposed for fiscal 
1961 relative to the size of the private sector of the 
economy. Another important question concerns the effect 
of amounts budgeted on efficient use of resources. 

Rather than rail at the largeness or smallness of the 
public sector, it will be more useful to try to contribute 
some insight as to why the government is the size that 
it is and why different groups feel so strongly about its 
size. Expenditures on the major nondefense items such 
as highways, commerce, and education are indivisible 
among individuals and, presumably, benefit all approxi- 
mately equally. But not all individuals pay an equal 
amount in income taxes and therefore a redistribution of 
real income occurs through the taxation-expenditure 
process. Therefore, the larger the federal budget, the 
larger the amount of redistribution. 

Some individuals, mostly those in the low-income 
brackets, receive more in public benefits than they pay 
in taxes. To the extent that they tend to respond to the 
way in which this affects their personal fortunes, they 
will tend to favor large public expenditures on non- 
defense items. Conversely, assuming benefits are about 
equally distributed, individuals with higher income pay 
more in income taxes than they receive in benefits. They 
are more sensitive to the tax side of the budget, and 
will vote against increasing the size of the nondefense 
portion of the public sector if given the opportunity. 
Individuals respond, of course, to many factors in addi- 
tion to this economic factor, but it seems to be of some 
relevance to the position taken by various groups on the 
question “Is President Eisenhower’s $79.8 billion budget 
too large?” 

If the budget is to survive intact, the Administration 
must propose a budget that defines a size of the public 
sector that is acceptable to members of the Congress. 
They in turn reflect the wishes of the voters to some 
extent if they wish to remain in office. This key decision 
regarding the size of the public budget is seen, therefore, 
in large part as a response to economic and political fac- 
tors in the private sector, and not entirely as a “policy 
variable.” In a setting where growing private incomes 
automatically result in larger public revenues and also 
result in demands by the majority for better schools, 
highways, and other public services, the natural response 
of a public administrator is to propose a larger public 
budget. Budgets can reasonably be expected to continue 
to grow, but changes in the relative size of the public 
sector are another matter. 

The expenditure side of President Eisenhower’s new 
budget is, in fact, a smaller percentage of national in- 
come (18 percent) than any budget in the last nine years. 
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Whether the allocation in this budget is “prudent” or 
not depends on one’s point of view. Budget planners 
started with an $80 billion ceiling and then held expendi- 
tures to a 1.8 percent increase over fiscal 1960 by com- 
pletely freezing the major national security total and 
allowing only minor increases in other major categories. 
It is useless to enter the current defense debate lacking, 
for one thing, trustworthy detail on the new Soviet budget. 
However, a comment will be made on one other major 
budget item and one that does not foster “prudent alloca- 
tion” of the basic resources available to the economy as 
a whole. That is the $4 billion of agricultural price sup- 
port and soil bank expenditures. 

Most important from a long-run point of view, the 
price support approach does not encourage a rate of move- 
ment from farm to industry that is fast enough to re- 
strain the growth of agricultural output that has produced 
serious surpluses. The President and the Secretary of 
Agriculture seem to understand the temporary and inade- 
quate nature of the output adjustments in the present 
program and complain about “uncontrollable, unrealistic, 
price support expenditures.” No doubt there are serious 
political difficulties, but this budget probably does not 
propose as much positive action as it might toward ob- 
taining a “prudent resource allocation” and thereby get- 
ting at a basic cause of intolerably low farm incomes. 

There is a lack of any major significant changes on 
the expenditure side since last year. This suggests that 
it is an unimaginative budget; no major crusade is to be 
conducted to obtain, in the President’s words, a more 
“prudent resource allocation” or to control the “uncon- 
trollable item.” Under these conditions, new programs 
usually tend to be sacrificed by being subjected to much 
more rigorous tests than old programs which have col- 
lected many vocal defenders. 


Budget Implications for Price Stability 


The President proposes the $5.9 billion cash surplus 
as a countercyclical device appropriate to achieving his 
third objective, that of avoiding inflation. This surplus, 
together with the $13.1 billion deficit that appeared in 
the cash budget as a result of the recent recession, indi- 
cates a desire to level the economic peaks and to fill 
the troughs. In the President’s words, “In times of pros- 
perity such as we anticipate in the coming year, sound 
fiscal and economic policy require a budget surplus to 
help counteract inflationary pressures. ...” The budget 
message implicitly assumes that inflationary pressures are 
demand induced. 

Demand-induced inflation occurs primarily when the 
resources available in the economy are already fully em- 
ployed. A budget surplus attacks this by withdrawing 
purchasing power from consumers and producers and by 
not returning it in a way that facilitates respending. The 
surplus that is projected would be narrowed if Congress 
should increase defense expenditures or school aid or if 
good weather in the Corn Belt should increase price 
support expenditures. But barring a sharp change in the 
economic outlook, and with high marginal income tax 
rates that tend to produce surpluses in prosperity and 
thereby dampen inflations almost automatically, the Presi- 
dent has an excellent chance of getting a substantial 
surplus, even though it may not be the full $5.9 billion 
planned for in the cash budget. 

The proposals in the budget message for larger expend- 
itures for debt interest and for shifts in the composition 
of the public debt from short-term securities to less liquid, 
long-term securities are also consistent with an effort 
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to control any price increases that are demand induced. 
The high-interest-rate policy operates to restrain the 
demand for investment goods. And use of the surplus to 
retire short-term debt that tends to be held by com- 
mercial banks leads to the contraction of bank loans and 
deposits, especially when coupled with pressure on bank 
reserves maintained by the Federal Reserve Board. 

The problem is that demand-induced price increases 
are not the only factors contributing to increases in the 
price level. There are, for example, “ratchet effects” 
that give rise to differences in relative prices by produc- 
ing increases in certain prices when demand shifts while 
others remain approximately steady. The result is an 
increase in the average level of prices. Ratchet effects 
become most apparent when the economy is just short of 
enough demand to produce full employment. Defining full 
employment for this purpose as 96 percent of the civilian 
labor force employed, Table 2 shows that the economy 
was just short of the full-employment level in 1949-50, 
1954, and 1957-59. The pressure of demand on available 
resources was not primarily responsible for the price in- 
creases which did occur in those years. 

One reason for these ratchet effects is the operation 
of barriers to entry that lead to a small number of sellers 
in a market. Under these oligopoly conditions, prices 
are raised but seldom lowered because firms fear retalia- 
tion if they try to cut prices. In a similar fashion, labor 
unions possess power in the labor markets to obtain wage 
increases and prevent cuts. For example, during the 47 
percent reduction in automobile output in 1957-58, manu- 
facturers’ prices of automobiles did not fall but actually 
went up. Wage rates in Detroit also remained firm in 
spite of the reduced demand for labor in that industry. 
As unions and interdependencies among oligopolists to- 
gether encourage this upward flexibility, the price level 
rises. In general, the budget message proposes no plans 
to deal with rachet effects or to get at the cost side of 
price increases. 

This distinction between price increases that are 
demand induced and those that are based on barriers to 
entry and related cost factors explains why prices may 
increase while there is still some unemployment. Price 
increases averaged 2.3 percent per year over 1957-59 
while unemployment averaged 5.7 percent over the same 
period. Unemployment remains at around 5 percent, 
which is below the full-employment level. But the budget 
effort for price stability consists only of an attack on 
those price increases that are attributable to excess aggre- 
gate demand. 


TABLE 2. PRICE CHANGES 
AND UNEMPLOYMENT 











Percent annual} Percent of 
Vout increase in civilian 
consumer labor force 
price index | unemployed 
Ws is 05 we Ss a keke eRe aa 1.0 5.0 
Re a ee en ee 8.0 3.0 
6 a hd nly pe bos es 2.3 a | 
RS se 5 a ab A, SR 8 2.5 
ihe) a ars Re eo eine a 5.0 
| Se eee nO —.2 4.0 
RE ESR TA IE et, > 13 3.8 
cd oc a ore ond aes dee 3.4 4.3 
eros re Serre? 2.7 6.8 
Ee eR OME Bee 9 6.0 
ES RR) eee 5.28 











* Seasonally adjusted. 
Sources: Federal Reserve Bulletin and Survey of Current Business. 
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Economic Growth and the New Budget 


The remaining economic objective that President 
Eisenhower defines for his new budget is to “support 
continuing sound economic growth into the future.” The 
surplus is designed to assist in the attainment of the 
growth objective by “reducing government competition 
with private industry, individuals, and state and local 
governments for investment funds” and by helping to 
“ease the pressure on interest rates.” That is, the Presi- 
dent assumes that as the surplus is used to retire debt, 
the funds thus supplied to the money markets will be 
reinvested, leading to private capital formation and hence 
to growth. 

Both private and public investment can lead to real 
capital formation and thereby may lead to increases in 
productivity per man-hour. Private and public efforts 
can also increase productivity in other ways. For ex- 
ample, both private and public education improve the 
quality of the labor force and thereby usually raise its 
productivity. 

In examining the emphasis in the budget message on 
private rather than public investment, it should be rec- 
ognized that if increased investment is undertaken, there 
are short-run real economic costs involved. In the long 
run, the higher incomes generated by either private or 
public investment may make these short-run costs self- 
liquidating. Public investments can be paid for through 
taxes which restrict consumption, or both private and 
public investment can be paid for with borrowed funds. 
In full-employment periods real capital formation must 
be at the expense of consumption or price increases are 
generated which are another form of short-run tax that 
falls on real purchasing power. It clarifies the role of 
capital formation in the growth process if it is seen as 
a choice between present and future consumption that is 
involved. 

The President’s objective of “extending growth,” given 
the importance of capital formation in the growth process 
and the absence of significant new provisions in this 
budget for public investment, is a matter that he intends 
to leave primarily to the private sector. Since the budget 
message requests the lifting of the interest ceiling on 
Treasury bonds in anticipation of a shift into long-terms, 
the budget surplus will not in fact make long-term funds 
more readily available for private investment projects 
but will be used instead to retire short-term securities. It 
is clearly desirable to have a rate of capital formation 
that is sustainable. It is also possible that this surplus 
and high-interest-rate policy may restrict private invest- 
ment to the point of holding the rate of growth below a 
sustainable level, given the firm effort to maintain price 
stability. It is well known that, given multiple goals, 
the means to the attainment of one often block full attain- 
ment of the other. 

Questions about the extent of the government’s in- 
fluence on resource allocation, growth, and price stability 
are focused each year in the President’s budget and are 
among the most important issues of our times. The budget 
estimates and policies depend on the assumption of a 
record prosperity which has been forecasted. From the 
foregoing analysis it must be concluded that the new 
budget is not so much concerned with firm attempts to 
encourage “prudent resource allocation” in an election 
year or with attempts to increase the sustainable rate of 
economic growth through either private or public invest- 
ment as it is with restraining price increases that it 
assumes to be demand induced. 


Persistent Tight Money Policy 
(Continued from page 2) 

The Fed attempts to justify all the inadequacies of 
its policy by asserting the need for “free” money and 
capital markets. In this argument it seems to gain sup- 
port for its policy by abrogating its function, because 
complete market freedom would be inconsistent with any 
kind of central bank control. The banking system js 
organized to permit flexibility in the expansion of money 
and credit to meet the needs of business. The extreme 
flexibility of this mechanism is evident in the whole up- 
ward sweep of activity, prices, and credit during the last 
two decades. To argue at the end of such a period that 
any further expansion would “debase the integrity of the 
dollar” sounds specious indeed. 

The banks gain the most when their own credit js 
being used to the limit but Federal Reserve credit js 
restricted to put interest rates up. Since the Fed-Treasury 
Accord of 1951, reserve requirements have been lowered 
several times. This permitted the maximum expansion of 
bank credit and raised the level at which control by other 
kinds of Fed action can be effective. It also maximized 
bank profits, and in part this was at government expense, 
since rediscounting or open-market operations would bring 
earnings to the Fed and indirectly to the Treasury. In 
view of the consistent import of its actions, one may 
wonder whether the Fed is controller or controlled. ; 

The developments of 1959 show how policy may favor 
high rates as much as it did low rates before 1951. A 
coincidence of temporary pressures on the government 
bond market was permitted to build up, apparently with 
Treasury approval. The banks sold governments to get 
funds to increase business and personal loans. The gov- 
ernment had to borrow heavily as an aftermath of the 
1958 recession. Once activity rose to new highs in the 
second quarter of 1959, the deficit had been eliminated 
except for the seasonal lag in receipts. The Fed ordinar- 
ily makes seasonal funds available for business but did 
not for the government. Hence rates were pushed up to 
the highest in 30 years, and interest costs on the federal 
debt rose by $1.7 billion in one year, to $9.4 billion. Since 
government-bond rates are considered basic to other 
rates, the whole market moved up correspondingly. 

Restrictive action of this kind forces increases in 
velocity of circulation to serve the needs of a growing 
economy, and this introduces an element of instability 
into a situation already unstable in other respects. It may 
be that it has even succeeded in inhibiting growth some- 
what. Certainly the 2 percent rate experienced since 1955 
is consistent with the rate of increase to which the money 
supply has been held since 1951, but it is inadequate to 
maintain full employment. Further increases in unem- 
ployment must be expected as long as a low rate persists 
or worsens, 

The recent stability of prices in the circumstances 
of an inventory-credit boomlet and strike-imposed short- 
ages is a warning of danger. To date all such warnings 
have been disregarded. Little thought is given to the 
impact of intensified competition at home and abroad, 
and the possibility that deflation may again become as 
recalcitrant in the years ahead as inflation has been re- 
cently is ignored. Washington is too preoccupied with 
prospects for growth in the indefinite future to give heed. 
The primary factual basis for this optimism is our suc- 
cess in finding the three declines experienced in this post- 
war period to be only minor recessions. As Wesley 
Mitchell pointed out years ago, that pattern of experience 
is simply par for the cyclical course. VLB 
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BUSINESS BRIEFS 


PUBLICATIONS AND DEVELOPMENTS OF BUSINESS INTEREST 


Value Added by Manufacture 


According to a preliminary summary of the 1958 
Census Of Manufactures released by the United States 
Department of Commerce, value added by manufacture 
amounted to $142 billion in 1958, while employment in 
manufacturing totaled 16 million. The 1958 figures show 
that value added by manufacture was up approximately 
2) percent from the 1954 total of $117.5 billion but down 
about + percent from the 1957 total of $148 billion. There 
was hitthe change in employment from the 1954 total, but 
t declined about 7 percent from the 1957 figure. 

The Department of Commerce is scheduled to release 
four other preliminary summary reports in the future. 
These reports will present state totals for all manufactur- 
ing combined, general statistics for states by major indus- 
try groups, statistics for 60 to 65 of the larger standard 
metropolitan areas by major industry groups, and general 
statistics for most counties. In addition, another series 
of preliminary reports presenting material on individual 
industries will be released during the early months of 
1960. These will cover 400 manufacturing industries. 


Farm Commodity Surpluses 


Farm commodity surpluses held by the Commodity 
Credit Corporation climbed to a new record high of $9.5 
illion in 1959, $1.6 billion more than a year ago. The 
total was equal to about 25 percent of cash farm income 
for the year. Corn, grain sorghum, wheat, and cotton 
ule up the major portion of the farm surpluses. The 
carryover of feed grains into 1960 is estimated at 80 
million tons, or about 60 percent of domestic consumption 
in 1959. Wheat carryovers are expected to amount to 1.4 
lillion bushels, more than double last year’s domestic 
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“Includes price support loans and inventories at cost. 
Source: Federal Reserve Bank of St. Louis, Monthly 
Review, p. 9. 
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consumption. Cotton stocks should total almost 9 million 
bales, equal to annual domestic consumption. 

The accompanying chart shows the pattern of the 
buildup of government holdings of farm surpluses. At 
the end of 1937, the value of commodity surpluses totaled 
$312 million, or less than 4 percent of cash farm income. 
By 1940, however, the value of stocks was $1.2 billion, or 
15 percent of cash farm income. Stocks were unloaded 
during World War II, but between 1946 and 1949 they 
increased from $528 million to $3.6 billion. During the 
war in Korea they fell below $2.9 billion. This was fol- 
lowed by a four-fold increase in accumulated surpluses 
between 1952 and 1959, a rise which was halted tem- 
porarily in 1956 by a large government export subsidy 
program coupled with a short cotton crop. 

Technological innovations in farming have played a 
major role in the increasing level of farm output. Since 
1954 crop production per acre has increased about 25 
percent, whereas the amount of cropland used for crops 
has decreased about 6 percent. 


Removal of Radioactivity from Milk 


Business Week recently reported that Drs. W. D. 
Armstrong and Leon Singer at the University of Minne- 
sota have developed a simple, inexpensive method of 
getting radioactive strontium out of milk. The operation 
involves a long glass tube filled with bone that has been 
powdered after removal of the bone fat. As the radio- 
active milk passes through the tube, the strontium 90 ions 
are pulled out of the milk because of their similarity to 
the calcium ions in the bone. This treatment removes 
virtually all of the radioactivity from the milk without 
changing its flavor appreciably. It is reported that the 
tube full of bone is reusable after being flushed out with 
calcium. The developers are now seeking ways to permit 
the treatment of milk in large quantities. 


College Recruitment in 1960 


The January issue of Management Record presents a 
summary of Dr. Frank S. Endicott’s fourteenth annual 
report on recruitment of college graduates by business 
firms. The general findings of the survey indicate that 
1960 promises to be better for graduates seeking employ- 
ment than 1959, which was considered to be a good year. 
The Endicott survey covers 211 companies, for the most 
part large manufacturing concerns with special interest 
in graduates with technical backgrounds. The companies 
surveyed will select only about 5 percent of the estimated 
number of 1960 graduates. 

The survey indicated that recruitment will be stepped 
up in 1960. Only 53 of the companies are cutting their 
quotas, while 122 are increasing theirs. Eight are in- 
creasing quotas by 100 or more candidates each. It was 
found that 98 companies plan to visit more campuses, 
while 39 will visit fewer. One company in five will be 
doing some recruiting of women graduates in 1960. 

Indications are that salaries for 1960 graduates will 
be approximately 2 percent higher than for last year’s 
graduates. Engineering graduates will receive the high- 
est salaries, ranging from $478 per month to $532 per 
month. Salaries for accountants will range from $421 to 
$464 per month, and those for general business trainees 
from $400 to $443 per month. The average starting salary 
for all fields will be $458 per month. 





LOCAL ILLINOIS DEVELOPMENTS 


Illinois business activity in December advanced gen- 
erally from the preceding month. The only major indi- 
cator showing a substantial decline was construction con- 
tracts awarded, which dropped 35 percent. The greatest 
increases were in life insurance sales and bank debits, 
which were up 20 percent and 18 percent respectively. 


Illinois Aid to Jobless 


According to the Illinois State Labor Department, un- 
employment in Illinois fell in 1959 despite losses in em- 
ployment due to the steel strike and the consequent 
shortage of steel during the last quarter of the year. The 
number of insured unemployed persons declined from 
about 141,000 in 1958 to 114,000 last year. Unemployment 
benefit payments dropped from $223 million in 1958 to 
nearly $137 million in 1959, a decline of about 40 percent. 
senefit payments included about $120 million paid to 
unemployed workers under the state unemployment com- 
pensation program and $17 million in temporary emer- 
gency benefits. 

Compared with 1958, the duration of unemployment 
per worker declined in 1959, dropping from an average of 
14.2 weeks to 12.8 weeks, and the 6.4 million man-weeks 
of unemployment compensated in 1958 was reduced to 
3.8 million in 1959. Average weekly payments were $30.04 
in 1958 and $29.70 in 1959. 


Drop in Building Permit Valuation 


The total building permit valuation of twenty major 
Illinois cities dropped from a record high of $483 million 
in 1958 to slightly less than $400 million in 1959. This 
represents a decline of 17 percent and is in contrast to 
the 20 percent gain in building permit valuation for the 
nation. It was the first time since 1952 that total build- 
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ing permit valuation for these selected cities had declined 
from the previous year’s level. However, the 1958 record 
resulted mainly from Chicago’s new steel mill, which ae- 
counted for about one-fourth of the total valuation in the 
twenty cities that year. Except for this project, the 1959 
valuation would have been greater than that of 1958, 

The accompanying chart shows that the building per- 
mit valuations of more than half of the selected cities 
declined from 1958 to 1959. The most extreme changes 
occurred in Danville and Fast St. Louis, which had 
decreases of 62 percent and 53 percent respectively, 
At the same time, Springfield’s building permit valuation 
increased 41 percent, followed by Belleville with 30 per- 
cent and Rockford with 28 percent. 


Chicago Commuter Service 


The officers of the Chicago and North Western Rail- 
way Company recently announced a slim profit of about 
$30,000 from operations in 1959. The North Western 
carries some 40,000 commuters each working day between 
Chicago and its suburbs. Though the profit is small, it 
breaks the pattern of constantly rising losses that com- 
muter operations have experienced almost since the end 
of World War II. In order to accomplish this, the North 
Western officials instituted a plan which called for the 
closing of 23 suburban stations within Chicago, changing 
the type of tickets used to improve collection procedures, 
and increasing fares 24 percent. Although the station 
closing and ticket system changes produced savings, the 
expected growth of 6 percent in number of commuters 
failed to materialize. 

The North Western officials have now placed a $21 
million order for 116 new double-deck, air-conditioned 
coaches and for conversion of 45 locomotives. By mid- 
1961 there will be 200 of these new coaches in use, re- 
placing 415 of the old ones and at the same time increas- 
ing seating capacity. The new locomotives will provide 
an extra time and cost feature by operating on the push- 
pull principle; that is, the locomotives will remain at the 
same end of the train, saving time and switching costs. 


State Aid to Schools 


The Illinois Superintendent of Schools recently an- 
nounced that state aid to schools will total $159 million 
for the 1959-60 school year and will be paid to 1,624 
public school districts. This represents an increase of 
nearly $62 million, or 63 percent, over the 1958-59 total. 

A district may receive up to $252 per pupil, the 
amount depending on average daily attendance coupled 
with an equalization formula. This formula provides for 
a flat state grant of $32 per high school pupil and $47 
per elementary pupil and a fluctuating amount of state 
money that depends on local tax yields for educational 
purposes. A district submits its claims for state aid based 
on school attendance through October, with the first pay- 
ment beginning in the following February. At the end 
of the school year, the average daily attendance for the 
best six months of the school year is used to determine 
payments between August and January, in order to adjust 
for any changes in enrollment during the school year. 

As might be expected, Cook County receives more 
state aid than any other county, obtaining $38 million in 
1958-59 and $61 million in 1959-60. Douglas County, 
whose claims rose from $105,000 to $284,000, had the 
greatest percentage increase (170 percent). Eleven other 
counties showed increases of 100 percent or more. 


[ 10] 





: 
partr 
ment 
by or 

















—_—— 


PE RIM: 55 ey shove wrkkck kw wink Sa 


Percentage change from...... 


NORTHERN ILLINOIS 


DI a 5a, Gia s Ree eS ce 


Percentage change from... . 


Joliet 


Percentage change from... 


Percentage change from... .{ 


Nov., 1959....| 
Dec., 1958... .| 


Nov., 1959... 
‘\Dec., 1958... 


Dec., 1958... 


Dec., 1958... 
IS Fis a eaten thee err 


Rock Island-Moline....................... 


Percentage change from... 


ME ss Se checks Wileia See ee ee 


Percentage change from... . 


CENTRAL ILLINOIS 


PIN ie oo. c5.9 sion bos 8 Ge hea 


Percentage change from... . | Dec 1958 


\Dec., 1958... 


Champaign-Urbana....................... 


Percentage change from... . 
TN ian ste ds cities ann ad amas 


Percentage change from... . 


Decatur....... 


Percentage change 


Dec., 1958... 


Dec., 1958... 


‘)Dec., 1958. . 


TU sv a cia ee + bes ese ton 


Percentage 


Percentage change 


Springfield... .. 


Percentage change 


SOUTHERN ILLINOIS 


from.. 


Dec., 1958. 


Dec., 1958... 


Bunt Gt. Leelee. . . . «5.560.000: ee oF 


Percentage change from... 


Percentage change from... . 


* Total for cities listed. » Includes East Moline. ¢ Includes immediately surrounding territory. n.a. Not available. 





Dec., 1958. . 


Dec., 1958... 
MII 6 osc io eatosiw deuce - 


No 


Dec., 1958... . 


Building 
Permits! 
(000) 


$24 ,082* 
+25.9 
+7.1 


a 


AW ANA WAS 


+87 .3 


$ 135 





Sources: ! U. S. Bureau of Labor Statistics. 


partment of Revenue. Data are for November, 1959. Comparisons relate to October, 1959, and November, 1958. 
ments of Federal Reserve Banks in Seventh (Chicago) and Eighth (St. Louis) Districts. Depé 
by original sources. * Local post office reports. Four-week 


Electric 


| Power Con- | 


sumption? 


(000 kwh) 


(1,291,855 
+8 .7 
+8.6 


958 ,118 
+9.3 
+7 .3 


Nn.a. 
n.a. 
n.a. 
n.a. 


28,978 
+4.8 

+14.0 

52,712°¢ 
+3.8 
+8.2 


10,858 
+13.3 
+150 
15 ,684 
+88 
+10.1 
13 ,959 
+3.7 
+4.9 
36,411 
+2. 6 
+8.5 
9,632 
+5.7 
+1.5 
61 ,079° 
+21.3 
+11.2 
11,688 
+6.8 
+5.9 
39 826° 
+2.4 


12,178 
+8.5 
+16.2 








Estimated 
Retail 
Sales? 


| (000) 


COMPARATIVE ECONOMIC DATA FOR SELECTED ILLINOIS CITIES 











Depart- 


| ment Store 


Sales* 


| 


Bank 
Debits* 
(000,000) 


$561 , 845" 
—5.2 


| $408,734 
—5.6 
+0.8 
| $ 9,604 
+2.5 
+11.2 


+1.7 


—0.8 
$12 ,076 
+1.5 
+14.3 
$18 ,608 
—3.4 
+7.0 


ia 
$17,918 
—3.4 
+8.3 
$ 5,210 
ait? 
+4.3 
$13,603 
is 


—I.1 


n.a. 


n.a. 


N.a. 


N.a. 


$20 , 458" 
+17 .9 
+6.7 


$18 ,871 
+18.7 
+7.0 





( 11] 


| 
| 


Postal 
Receipts® 
(000) 


$20 , 598" 
+14.8 
+8.1 


$17,848 
+12.8 
+8.9 
$ 189 
21.4 
+8.6 
$ 151 
+22.0 
+10.7 
$ 141 
+32.4 
~$2.§ 
$ 76 
0.0 
+0.8 
$ 221 
+33.0 
+9.7 
$ 307 
+32.8 
+5.1 


Data include federal construction projects. * Local power companies. # Illinois De- 
* Research Depart- 
artment store sales percentages rounded 
accounting periods ending December 18, 1959, and December 19, 1958. 









The University of Chica 
Periodical Division, Ha 
Chicago 37, Ill. 


INDEXES OF BUSINESS ACTIVITY 
1947-1949 = 100 


go Librart, 
rper, 22 









































































































































































































































EMPLOYMENT MANUFACTURING iam AVERAGE WEEKLY EARNINGS — MANUF AC TURING 
% 
150 4 — 
| US. ij} CL. 
bse r— “aut oy ee ee 100 = 
: oe us ~~ 
. 50 Z 
7 a oe 
Litititisitiptiistirs SSS eee w reveveverer “REVISED SERIES) oO Liti ESSERE SE TCS S Sees Ae EVISED SERIES 
‘29° '36 ‘43 ‘50 ‘6 1957 1958 1959 ‘29 '36 ‘43 ‘50 ‘'S6 1957 1958 1959 
ANNUAL AVERAGE———_—_—_1 ANNUAL AVERAGE) 
DEPARTMENT STORE SALES COAL PRODUCTION 
200 
: 150 
US. ch. APR RAM 
a : i 
Wa av wh 
9 50 
ae a 
dit Litt it Lisist Listiitl PUUUUUEUETUS SUEUEUUUCETS COUVECETORT re) Litit Littl t Lititt {SS SSSS & revrervevers creveverrrr PeUrererrert 
29 '36 ‘43 ‘50 '56 1957 1958 i959 '29 '36 ‘43 ‘50 ‘56 1957 1958 1959 
U——_______-ANNUAL AVERAGE————___ U_______ANNUAL AVERAGE————___ 
BUSINESS LOANS CASH FARM INCOME 
300 
U.S. | ye. 
= we x A 200 
4 ILL. U. S\\ / ‘ f 
. By TILL Po WV SAYS 
4 “REVISED _ i, ee 
Lisit Litiitititiil SSS SS Se revevevreers cevverrrrer | Peevverrrer fe) SLitititistiti SSRSS SS SSS SS EPeveververes cevevecveres evevevevver 
'29 '36 ‘43 '50 ‘56 1957 1958 1959 '29 '36 43 ‘SO '56 1957 1958 1959 
ANNUAL AVERAGE———————_1 (________ANNUAL AVERAGE————__1 
CONSTRUCTION CONTRACTS AWARDED ELECTRIC POWER PRODUCTION 








500 
I] |. 














ane 
te 300 


up ‘iN yy US. 










































































” af IA 

Littl Titi BA 88 8 8 FUUUUUCUUETS FVEUVETEUCETS COCUTTOTTT » a RSSRERARR RRR DA DOGO DED OD OO OR eecees 

'29 ‘36 43 , ‘56 1957 1958 1959 '29 '36 ‘43 '50 '56 1957 1958 1959 
_ ANNUAL. L_____anNNuAL AVERAGE ————_ 


perce 
tacto 

\ 
ing 1 
units 
inver 
at th 
were 
quart 
belov 
made 
over 
the n 


Ano 
T 


tion 
Febr 
priva 
const 
billio 
perce 
tion 
resid 
billio 
privé 
utilit 
P 
dow: 
year- 


exce) 
iture 
them 





